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PROGRAM/SUBJECT: Cities and Towns - Special

REF: C/T-11

Improvement Districts (SID’s) PAGE: 2 of 30

COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

CREATION OF SPECIAL IMPROVEMENT DISTRICTS (SIDs):

1. Compliance Requirements:

The city or town council has the power to cregiecgl improvement districts,
designating them by number, under the provisionkitté 7, Chapter 12, part 41.
The special improvement districts may be createdh® purposes specified in MCA
7-12-4102 and 4103.

Effective March 30, 2007- The city governing body may order and createezisl
improvement district upon the receipt of a petitiorcreate a special improvement
district that contains the consent of all of thenevs of property to be included in the
district. (MCA 7-12-4102(3))

There should be a legal review of the proces$bycity or town attorney. (MCA 7-
4-4604)

Suggested Audit Procedure:

If special districts are created during the apdiiod, determine that they are for the
purposes designated in MCA 7-12-4102 and 4103tlzatdhe process of creating the
districts has been reviewed by the city or toworatty.

2. Compliance Requirements:

Before an SID may be created, the city or towrl gfzes a resolution of intent, which
contains the information required by MCA 7-12-41{MCA 7-12-4104)

Notice of the passage of the resolution must tighed in a newspaper, as
described in MCA 7-12-4106, and a copy of thise®tnust be mailed to each
landowner in the proposed district. Exceptiogffective March 30, 2007these
notice requirements do not apply to a district teatreated under 7-12-4114
following receipt of a petition as provided in 7-4202(3) (See Compliance
Requirement No. 1, above.).

Suggested Audit Procedures:

If an SID was created by the city or town durihg awudit period, obtain a copy of the
resolution of intent to create a special improvenustrict that was passed by the
council and determine that it contains the requindormation.

If applicable, determine that notice of the passaigthe resolution was published in a
newspaper as required by statute.
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PROGRAM/SUBJECT: Cities and Towns - Special

REF: C/T-11

Improvement Districts (SID’s) PAGE: 3 of 30

COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SALE OF SID BONDS:

3.

Compliance Requirements:

All costs and expenses incurred in the acquisibiooonstruction of any
improvements in any improvement district or incdrie the issuance of the bonds or
warrants of the district, including incidental erpes, shall be paid for by special
improvement district bonds or warrants. (MCA 7-1204)

The bonds may extend over a period not to excegkars or, if refunding bonds are
issued pursuant to 7-12-4194, over a period enatdater than 30 years after the
date that the bonds to be refunded were issuedhEqurposes of this subsection,
the term of a bond issue commences on July 1 digbal year in which the city first
levies assessments to pay principal and interet@bonds. Interest must be
payable annually or semiannually, at the discredibiihe governing body, on the
dates the governing body prescribes. (MCA 7-12-4203

(Note: Bonds issued prior to April 30, 1985, may haegeiset up with a single
annual payment of principal and interest.)

The city or town council shall sell bonds or watsain an amount sufficient to pay
that part of the total cost of the improvementd th&o be assessed against benefited
property within the district, to the highest andgtigidder. The bonds or warrants
may be sold at a private negotiated sale to théedrBtates or the state of Montana.
In all other cases, the provisions of 7-7-4251;42%2, and 7-7-4254, apply to,
govern, and control the form of notice of sale, lmation of notice, and manner and
method of selling the bonds or warrants. (MCA 74224)

Suggested Audit Procedures:

If SID bonds or warrants were issued during theitaperiod, determine if the bonds
were properly sold as stated above, and that thedéthe bonds did not exceed 20
years or, if refunding bonds, did not exceed 30gea

ENGINEER’'S RECORDS:

4.

Compliance Requirements:

It is the duty of the city engineer to keep ancaktt of all costs and expenses incurred
in the engineer's office in connection with the S to certify these expenses to the
city clerk. (MCA 7-12-4121)

In cities without engineers, the council may appai suitable person to discharge the
duties of the city engineer as specified in theusts, and all the provisions
applicable to the city engineer shall apply to fatson. (MCA 7-12-4119)
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Improvement Districts (SID’s)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

Suggested Audit Procedure:

» Determine that the city engineer, or individugbaimted to discharge the duties of the
engineer, kept a record of all costs and expemsesried in his office in connection
with each SID and that the costs were certifiethéocity clerk.

ALLOWABLE INCIDENTAL EXPENSES:

5. Compliance Requirements:
» Authorized incidental expenses which are consdipeet of the cost of making the
improvements are as follows:
compensation of the city engineer for work done;
cost of printing and advertising;
compensation of persons appointed by the cigyneer to take charge of and
superintend any of the work related to the district
expenses of making the assessment for any watinlodzed by this part;
interest on warrants issued by the city or tbovpay costs of the improvements;
cost of issuance of bonds or warrants of the SID
interest on bonds or warrants of the SID befssessments levied in the district
are collected in amounts and at times sufficienqgayp such interest;
8. areasonable administrative fee payable toitii@ctown for the creation and
administration of the district by the city or towand its officers and employees;
9. costs of preparing plans, specifications, mapd,plats;
10. engineering, superintendence, and inspectiah; a
11. preparation of assessment rolls.
(MCA 7-12-4101(7) and 7-12-4169)

wn e

No ok

» All demands for incidental expenses, except thmeiaidtrative fee of the city or town
and interest payable on warrants or bonds of thieicti shall be presented to the city
or town clerk by itemized bill. (MCA 7-12-4123)

Suggested Audit Procedure:
» Testincidental expenses considered to be costedfistrict to determine if they are
for authorized purposes as specified above, andraperly documented.

ASSESSING SID COSTS:

6. Compliance Reguirements:
» Costs of an SID may be assessed using one or kircaton of the following
methods. If more than one improvement is undertag&ach lot need not be assessed
for the cost of all improvements. (MCA 7-12-4161)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:
ASSESSING SID COSTS - continued:

6. Compliance Requirements - continued:
1. Assessment of costs - area option - assessedtiea option - equal amount
option (MCA 7-12-4162)

a. _Area Option Assessment of the entire cost of an improveragainst the
benefited property in the district, each lot orgehiof land assessed within
such district to be assessed for that part of thelevcost which its
assessable area bears to the assessable arebearfedited lots or parcels in
the district, exclusive of streets, avenues, aJlagsl public places. The
assessable area may be less than but may not ekeeactual area of the
lot or parcel. (MCA 7-12-4162(1))

b. Assessed Valuation OptierThe cost may be assessed against each lot or
parcel of land within the district based on theeased value of the benefited
lots or parcels of land within the district if theuncil or commission
determines such assessment is equitable and ioniepto and not
exceeding the benefits derived from the improvesbgtthe lot or parcel.
(MCA 7-12-4162(2))

c. Equal Amount Optior The city or town council or commission may asses
each lot or parcel of land in the district an ecarabunt based on the total
cost of the improvement. (MCA 7-12-4162(3))

2. Assessment of costs - Frontage Optidime city or town council or commission
shall assess the cost of an improvement againsfibtehlots or parcels in the
district. Each lot or parcel of land within thestlict bordering or abutting upon a
street or streets whereon or wherein the improveimas been made shall be
assessed in proportion to the lineal feet abuttimigordering the street or streets.
(MCA 7-12-4163)

3. Assessment of costs - Utility Service Conne&iOption- Utility services
connections may be assessed upon a lump sum basled loid price in the
improvement district contract. It will be assessatyy on the lots, tracts, or
parcels of land served by the utility connectiorcannections within the special
improvement district, so long as such assessmeujugable. (MCA 7-12-4164)

4. Assessment of costs - Offstreet Parking Optidfhen the purpose of the
assessment is for offstreet parking the assessshalitbe against the real
property specifically benefited by the offstreetipag facilities. The costs will
be assessed in proportion to the benefits recdiygtle benefited tract of land
within the district. In determining the benefitlie received by each parcel of
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

ASSESSING SID COSTS - continued:

6. Compliance Requirements - continued:
4. Assessment of costs - Offstreet Parking Opticonrtinued:

land, the council or commission shall considerrtiative distance of the parking
facility from each parcel of land; the relative deef parking spaces for each
parcel of land, either as established by the @tyirrg ordinance, if any, or
otherwise, with relation to the use of said partted; assessed value of each
parcel; the square footage of each parcel withohdigtrict as it related to the
whole; the square footage of floorspace in any owpments on the parcel and
the various uses of such floorspace; and the doitijeof existing on-site parking
space on any parcel of land within the distridélCA 7-12-4165)

Suggested Audit Procedure:

* Review the method that the city or town used s®ss the costs of the special
improvement district to determine if they were a@see to each property owner in
accordance with one or more of the allowable optidescribed above.

EXEMPTION FOR FEDERAL PROPERTY:

7. Compliance Requirement:
* Federal government property is exempt from theigpbassessments. The cost
related to the federal property shall be paid leydity or town from its general fund.
(MCA 7-12-4173)

Suggested Audit Procedure:
» Determine if the special assessment on any fedekernment property in an SID
was paid from the city or town's general fund.

RESOLUTION REQUIREMENTS & ADMINISTRATIVE FEE:

8. Compliance Reguirements:
» Before an SID assessment may be levied on thditezhproperty, the city or town
shall pass a resolution. Such resolution, signetthé& mayor and clerk, shall be kept
on file in the office of the city or town clerk MCA 7-12-4176)

* Notice of the resolutions must be published ir&spaper, as described in MCA 7-
12-4177, and notice of the resolution and assessmgst be mailed to the owner of
each lot, tract, or parcel of land to be assess®ifo such other persons know to the
city or town clerk to have an ownership interesthi@ property. The notices shall
state the time and place at which objections tditteé adoption of such resolution
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

RESOLUTION REQUIREMENTS & ADMINISTRATIVE FEE - cont inued:

8. Compliance Requirements - continued:

will be heard by the council or commission. A liegron the resolution must be held
not less than 10 days after the final publicatind mailing of the notice. (MCA 7-
12-4177 and 7-12-4178)

The council or commission must estimate the cbstaintaining the improvements
in each district and shall pass and finally adopsalution levying and assessing all
the property within the districts with an amountialto the whole cost of
maintaining the improvements. (MCA 7-12-4179)

MCA 7-12-4101(7)(h) and 7-12-4169 indicates tlnat ¢ity or town could assess a
reasonable administrative fee payable to the citpwn for the creation and
administration of the district by the city or towts, officers, and employees.
Although reasonable was not defined by the aboateitsets, MCA 7-12-2161,
pertaining to Rural Special Improvement Distrid®S(D’s) has defined the fees to be
the lesser of $500 or 5% of the annual assessnié@refore, it would appear that if
a city or town assessed the same administrativagedlowed RSID's it could be
argued that the fee was reasonable. The admitnistfee must be included in the
resolution creating the district and assessingtsts.

Suggested Audit Procedures:

Determine that all assessments were establishegsbjution of the council or
commission in accordance with statutory requiresyeantd that required notices were
published and sent to property owners and othetsam ownership interest.

Determine if the city or town imposed an admiristre fee for establishing the
district. If so, using professional judgment, detme if fee is reasonable.

MAINTENANCE ASSESSMENTS & ADMINISTRATIVE FEE:

9. Compliance Requirements:

Maintenance assessments collected on the distniass be deposited in separate
funds. (MCA 7-12-4180)

MCA 7-12-4101(7)(h), indicates that the city owtocould assess a reasonable
administrative fee payable to the city or townttoe creation and administration of
the district by the city or town, its officers, aathployees. Although reasonable was
not defined in the above statute, MCA 7-12-2161tgpeing to Rural Special
Improvement Districts (RSID’s) has defined the faebe the lesser of $500 or 5% of
the annual assessment. Therefore, it would agpatif a city or town assessed the

REVISON DATE 4/30/2008



PROGRAM/SUBJECT: Cities and Towns - Special

REF: C/T-11

Improvement Districts (SID’s) PAGE: 8 of 30

COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

MAINTENANCE ASSESSMENTS & ADMINISTRATIVE FEE - cont inued:

9. Compliance Requirements - continued:

same administrative fee as allowed RSID’s it cdagdargued that the fee was
reasonable. The administrative fee must be incul¢he resolution creating the
district and assessing the costs.

Suggested Audit Procedures:

Test selected receipts of maintenance assessarehtietermine that they were
deposited in a separate maintenance fund for aatirct

Determine if the city or town imposed an admirastre fee as part of the annual
assessment for the district. If so, using protesai judgment, determine if the fee
assessed was reasonable.

INSUFFICIENT OR EXCESSIVE ASSESSMENT ADJUSTMENTS:

10. Compliance Requirement:

Whenever any assessment is made and any propesgessed too little or too much
the city or town may reassess an additional amountay reduce the amount of tax
collected. (MCA 7-12-4186(2)) This section does authorize reassessments to
make up for delinquent assessments. (State &tuak v. Lima)

Suggested Audit Procedures:

Inquire as to whether assessments are reviewely yeaadequacy of funding.

Review selected SID fund balances to determitigely are insufficient or excessive.
If they are, inquire as to what action will be take adjust them.

11 Compliance Requirement:

If the proceeds of the bonds or warrants of thezisth improvement district, including
investment income, are applied to the redempti@hprapayment of SID bonds or
warrants, as provided in MCA 7-12-4205 and 4206f mfunding bonds are issued
pursuant to MCA 7-12-4194, and the principal amafrautstanding bonds is
decreased or increased, the assessments levieel diistrict and then outstanding
must be reduced or increased, respectively, peolmathe principal amount of the
prepayment or increment above or below the outstgratincipal amount of the
bonds represented by the refunding bonds. If cghgnbonds are issued, the
assessments may be relevied over a term not ketereither the final maturity date
of the refunding bonds or 30 years after the daebnds to be refunded were
issued. (MCA 7-12-4192)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

INSUFFICIENT OR EXCESSIVE ASSESSMENT ADJUSTMENTS - continued:

11. Compliance Requirement - continued:

Suggested Audit Procedures:

If bonds or warrants of the SID are redeemed,@de@r refunded, and if the
principal amount of SID bonds outstanding is desedeor increased, have the
assessments been appropriately reduced or incraageduired by statute.

If SID bonds were refunded, determine if the aasents were relevied over a term
not later than either the final maturity date af tefunding bonds or 30 years after the
date the SID bonds to be refunded were issued.

PAYMENT DATES AND INTEREST RATE ON UNPAID ASSESSMENTS:

12. Compliance Requirement:

All special assessments are due as follows: (ME&R-4188)
a. ¥ of the payment on or before November 30 dfi gaar; and
b. % of the payment on or before May 31 of theofelhg year.

Suggested Audit Procedure:

Review selected tax/assessment billing noticeetermine if the assessments were
due as stated above.

13. Compliance Requirements:

Applicable to RSID’s created on or prior to March 24, 1995 -Simple interest will
be charged upon all special assessments at anlaateinot exceeding the sum of %2
of 1% per year plus the average interest rate payabthe outstanding bonds or
warrants of the SID. (MCA 7-12-4189)

Applicable to RSID’s createdafter March 24, 1995** - Simple interest must be
charged upon all special assessments at an arateaqual to the sum of %2 of 1%
per year; plus the average interest rate payabtheonutstanding bonds or warrants
of the SID; plus, at the option of the city or toamuncil, up to an additional ¥2 of 1%
a year. The city or town council may subsequertiuce or eliminate the additional
interest rate, but once reduced or eliminated ay mot be subsequently increased or
reimposed. (MCA 7-12-4189)

(** Note: This revision applies to all SID’s created afWarch 24, 1995, and, at the
option of the city or town, to bonds and warrastied after March 24, 1995, if the
district was created before that date.)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PAYMENT DATES AND INTEREST RATE ON UNPAID ASSESSMEN TS- continued:

13. Compliance Requirements - continued:

* For Variable Rate SID’s —If and so long as the bonds or warrants securdtdy
assessments bear interest at a variable rateygtalments of assessments remaining
unpaid must bear simple interest at an annualectal to the sum of:

(@) 1% a year; plus

(b) the interest rate payable on the outstandimglb@r warrants of the special
improvement district at the time the assessmdevisd each fiscal year; plus

(c) to the extent that the interest rate on thedb@r warrants is then less than the
maximum rate prescribed for the bonds or warraniktbere is no prescribed
maximum rate, up to an additional 1% a year, as Ineggrescribed by the city
or town council in the resolution authorizing tesuance or sale of the bonds
or warrants. (MCA 7-12-4189)

Suggested Audit Procedure:
* Test interest charged on the assessments to degetimat they are within the legal
limits.

TERMS AND PAYMENT FREQUENCY OF ASSESSMENTS:

14. Compliance Requirements:
* The SID payments may be spread over a term rstdeed 20 years and are due in
equal semiannual installments. (MCA 7-12-4190)

(Note: Bonds issued prior to April 30, 1985, may haverbset up with a single
annual payment of principal and interest.)

Suggested Audit Procedures:
* Test selected SID assessments to determine thaagment period does not exceed
20 years and that the payments are made in equérseual installments.

PREPAYMENT OF SID:

15. Compliance Requirement:
* Any assessment that is not delinquent may be meipawhole but not in part. The
interest will accrue and be payable through the date on which interest on the
bonds of the special improvement district is pagalfMCA 7-12-4190(3))
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

PREPAYMENT OF SID - continued:

Suggested Audit Procedure:

Test selected SID assessment prepayments to deg¢efrinterest was properly
calculated, as described above, and that the texpeas required to pay off the SID
assessment in whole.

INVESTMENT EARNINGS ON SIDs:

16. Compliance Requirements:

During the construction of improvements, all ierearned on the investment of SID
bond or warrant proceeds must be credited to thetnaction account of the district
fund. (MCA 7-12-4205(2))

Interest earned on SID debt service or sinkingl fdeposits or investments must be
credited to the debt service (sinking) fund fromahhthe money was withdrawn.
(MCA 7-12-4207)

Suggested Audit Procedure:

Test interest income from the investment of tHe Bdnd or warrant proceeds or the
debt service fund moneys and determine that tieedst income was credited to the
appropriate construction or debt service fundegsiired by statute.

EXCESS FUNDS USED FOR REDEMPTION:

17. Compliance Requirements:

Any proceeds from the sale of SID bonds or wasgiantluding investment income,
remaining after payment of all costs of the improeats, must be transferred to the
debt service (sinking) fund in the improvementritisiand applied to the extent
possible to the prepayment and redemption of Silb@r warrants on the next
succeeding redemption date. (MCA 7-12-4205(3))

Special improvement bonds must be redeemed omgergst payment date from the
proceeds of the bonds or warrants remaining aéigment of all costs of the
improvements, as provided in MCA 7-12-4205, or fribra prepayment of
assessments levied in the district. (MCA 7-12-4206

Suggested Audit Procedures:

Determine that any proceeds from the sale of bon@&rrants, including investment
income, remaining after the payment of all costsrgfrovements is transferred to the
debt service (sinking) fund of the district.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

EXCESS FUNDS USED FOR REDEMPTION - continued:

Suggested Audit Procedures - continued:

* Review the balances in the SID debt service furdidetermine that any remaining
moneys from SID bond or warrant proceeds that waresferred to the fund after all
costs of the improvements were paid, or funds tegufrom prepayments of
assessments, were used to the extent possibldgemebonds on the next redemption
date.

REVOLVING FUND:

18. Compliance Reguirements:

» The council or commission may create a revolvingdfin order to secure the
payment of the SID bonds and warrants and thegstéhereon. Once established,
revolving funds may not be eliminated until all bisrand warrants secured thereby
and interest thereon have been fully paid and diggd. (MCA 7-12-4221)

* In connection with the issuance of special improgat district bonds or warrants, the
council may agree to:

a. make loans or advances from the revolving forthé district fund involved in
amounts sufficient to make good any deficiencyhmbond and interest accounts,
to the extent that funds are available; and to ipgefunds for the revolving fund
pursuant to the provisions of MCA 7-12-4222(1) amnually making a tax levy
(or, in lieu of the tax levy, a loan from the cdytown general fund), subject to
the maximum limitations imposed by MCA 7-12-4222(1)

OR

b. may determine in the resolution authorizingiiseiance of the SID bonds or
warrants that the revolving fund does not secueebtinds or warrants and that
the SID bonds or warrants are payable solely frioendistrict fund created for the
SID bonds or warrants and do not have a claim ag#we revolving fund. Note:
This provision was effective in 1983.)

(MCA 7-12-4225(6))

Suggested Audit Procedure:

* Review the accounting records to determine th&l&nrevolving fund exists if there
are special improvement district bond issues dagddre October 1, 1983, or if there
are bond issues dated after that date that waredssith the backing of the
revolving fund, as described above. Determinbeffund was used for only those
purposes described above.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

REVOLVING FUND - continued:

19. Compliance Requirement:

The city or town council shall, if the SID bondsvearrants are secured by the
revolving fund pursuant to MCA 7-12-4225, includetle cost of the improvements
to be defrayed from the proceeds of the bonds orants an amount equal to 5% of
the principal amount of the bonds or warrants tessbeed. This amount must be
deposited in the revolving fund. (MCA 7-12-4169é2)d 7-12-4222)

(Note: The above provision applies to all special imgmoent districts created after
March 24, 1995, and, at the option of the cityawn, to bonds and warrants issued
after March 24, 1995, if the district was createfbbe that date.)

Suggested Audit Procedures:

If an SID was created after March 24, 1995, aridefbonds or warrants are secured
by the revolving fund, determine that the city@wh included in the cost of the
improvements to be defrayed from the proceedseobtinds or warrants an amount
equal to 5% of the principal amount.

Determine that the 5% amount referred to abovedeassited in the revolving fund.

20. Compliance Requirement:

The council may from time to time transfer to teeolving fund from the general
fund any amounts necessary. The amount transfesitielde considered to be a loan
and recorded as such. (MCA 7-12-4222(1)(a))

Suggested Audit Procedure:

Review the accounting records to determine ifdfers made from the general fund
to the revolving fund are recorded as loans rebdévand payable.

21. Compliance Requirement:

The city or town council shall levy a tax for ttexolving fund as necessary to meet
the financial requirements of the revolving furithe tax may not be levied in an
amount that would increase the balance of the vawplfund above 5% of the
principal amount of the then-outstanding specigdriomement district bonds and
warrants secured by the revolving fund. No tax mayevied if the balance of the
revolving fund exceeds 5% of the principal balaotthe then-outstanding special
improvement district bonds and warrants securethéyevolving fund. (MCA 7-12-
4222(1)(c))
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

REVOLVING FUND - continued:

Suggested Audit Procedures:

If a tax was levied for the SID revolving fund telemine that it was in an amount that
did not increase the balance of the revolving fahdve 5% of the principal amount
of the then-outstanding bonds and warrants thasegered by the revolving fund.

Determine that no taxes were levied if the balafdee revolving fund was more
than 5% of the principal amount of the then-outditiag SID bonds and warrants that
are secured by the revolving fund.

DISTRICT RESERVE ACCOUNT:

22. Compliance Requirements:

The city or town council may create a districtere® account. (MCA 7-12-
4169(3)(a))

As part of the original costs of the SID improventsg the city or town council may
include an amount not to exceed 5% of the prinapabunt of any SID bonds or
warrants issued. The amount (which may be in sadib the amount to be
deposited in the revolving fund, as described inAVIC12-4169(2) above) must be
deposited in a district reserve account createchaandtained in the district fund.
(MCA 7-12-4169(3)(b))

If there are insufficient funds in the districtrsband interest accounts to pay when
due the principal and interest on bonds or warrdhesdistrict reserve account, if
established, must be used to pay the principairsedest on the bonds or warrants
issued against the district fund. (MCA 7-12-4166{B

If bonds or warrants are secured by the revolumgl, the district reserve account, if
established, must be exhausted before a loan maale from the revolving fund
pursuant to MCA 7-12-4223. (MCA 7-12-4169(3)(d))

Money in the district reserve account may be ueqshy the final principal and
interest payment on bonds or warrants. (MCA 7-18943)(e))

(Note: The above compliance requirements apply to &t improvement districts
created after March 24, 1995, and, at the optiath@tity or town, to bonds and warrants
issued after March 24, 1995, if the district wasated before that date.)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

DISTRICT RESERVE ACCOUNT - continued:

Suggested Audit Procedures:

Determine whether a district reserve account stabished for an SID created after
March 24, 1995, or if bonds were issued after M24h1995, for an SID created
before that date.

If so, determine that the city or town includedpast of the original costs of the
improvements an amount not to exceed 5% of theipahamount of any SID bonds
or warrants issued, and that the amount was deplasitthe district reserve account.

Determine that moneys in the district reserve antwere only used to pay principal
and interest on the bonds and warrants issuedsighandistrict when there are
insufficient funds in the district bond and intdrascounts.

If the bonds or warrants of the SID are securethbyrevolving fund, determine that
the district reserve account was exhausted beftwarawas made from the revolving
fund.

If there is only one bond payment left, determfribe municipality decided to use
the balance in the reserve account to pay the finatipal and interest payment on
the bonds or warrants.

INSUFFICIENT MONEY IN SID FUND:

23. Compliance Requirements:

When any SID bonds or warrants that are securabedevolving fund or any
interest on those bonds or warrants become dupayable, and there is either no
money or insufficient money in the appropriate sgplamprovement district fund,
after a transfer from the appropriate district resexccount, if established, with
which to pay the bond, warrant, or interest, an@mgsufficient to make up the
deficiency must be loaned from the revolving fuadtte district fund. The loan must
be recorded in the accounting records. (MCA 7-223}

(Note: Loans from the revolving fund can now only bedmafter all available
money in the district reserve account has beeizedil

The loan must be made even if, in the case of donavarrants bearing interest at a

variable rate, the interest rate on the speciaszssents at the time the loan is made
is less than or later becomes less than the intexteson the bonds or warrants.)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

INSUFFICIENT MONEY IN SID FUND - continued:

Suggested Audit Procedures:

Review selected transfers from the revolving ftmdpecial improvement district
funds that were used for the payment of principal imterest and determine that the
loans were only for an amount sufficient to makehgdeficiency.

Review the accounting records to determine thidrbeany transfer from the
revolving fund was made, that a transfer from {hgrapriate district reserve account,
if established, was made and that the reserve atems depleted.

Review the accounting records to determine thetdaeceivable and payable were
properly recorded in the revolving and districtdsn

EXCESS MONEY IN SID FUND:

24. Compliance Requirements:

If there is money in a SID fund that is not regdifor the payment of any principal or
interest on bonds or warrants secured by the revgpland, the council must transfer
the excess money to the revolving fund to pay aanps due. (MCA 7-12-4222(2))

After all SID bonds and warrants secured by thelkeng fund within a district are
paid, all money remaining in the district must,dyger of the council, be transferred
to the revolving fund. (MCA 7-12-4222(2))

Suggested Audit Procedures:

Determine if there were excess balances in thef@iDs that were not needed to pay
principal or interest on the bonds or warrants sty the revolving fund. If there
were, determine that this money was transferré¢deaevolving fund to pay any SID
loans due to the revolving fund.

Determine if there are any districts in whichlID bonds and warrants secured by

the revolving fund have been paid off. If there,atetermine that the council ordered
all remaining money in the district fund to be starred to the revolving fund.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

EXCESS MONEY IN SID REVOLVING FUND

25. Compliance Requirement:

Whenever there is an amount in the revolving fumexcess of the amount deposited
in the revolving fund under MCA 7-12-4169(2), (atpoan of the SID bond or
warrant proceeds) and in excess 5% of the prinapedunt of the outstanding SID
bonds and warrants, and the council considers artyopthe excess to be greater
than the amount necessary for payment or redemptioraturing bonds or warrants
secured thereby or interest thereon, the coungit ma
a. order the excess to be transferred to the gemehof the city or town,
OR
b. order it to be used to purchase property asdaledelinquent taxes or
assessments, or both, or property which may hase sieuck off or sold to the
county for delinquent taxes or assessments, or, bathagainst which property
there are any unpaid assessments for city or t@eaial improvement districts
which still have outstanding special improvemestriit bonds or warrants.

(MCA 7-12-4227)

Suggested Audit Procedure:

Determine if money in the revolving fund was tif@nsed to the general fund or used
to purchase property as described above. If ttiessfers or purchases were made,
verify that the funds in the revolving fund wereeixcess of the amount deposited in
the revolving fund under MCA 7-12-4169(2), (a pantiof the SID bond or warrant
proceeds) and in excess 5% of the principal amolthte outstanding SID bonds and
warrants before the transfers or purchases were mad

26. Compliance Requirement:

Funds that are deposited to the revolving fundceuMiCA 7-12-4169(2), (a portion

of the SID bond or warrant proceeds), without ies¢rless the amount of any loan to
the district fund not repaid, may be returned ®dlwvners of record of the property in
the district in direct proportion to the originasessment of each piece of property, or
as an alternative, may be transferred to the gehera after final payment of the
district's bonds or warrants. (MCA 7-12-4229)

Suggested Audit Procedure:

Determine if there are excess funds in the Siblkeng fund, as described above.
Test disbursements of the excess to determineyfwere proportionately transferred
to the owners of record or transferred to the garfand.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

BIDDING:

27. Compliance Requirements:

The city council may call for bids or proposals $everal kinds and types of
materials for the improvements proposed, reserthegight to select the kind or type
of material to be used in making the improvemefits #he bids or proposals have
been opened, examined, and declared. (MCA 7-12{4)4%

(Note: The above does not apply if the proposed imprear is the conversion of
overhead utilities to an underground location)

A notice inviting proposals and referring to tipesifications on file must be
published as provided in 7-1-4127. (MCA 7-12-43)(

Suggested Audit Procedure:

As part of expenditure testing, review minuteshef city council meetings, bid files
and SID files to determine that applicable compegibidding requirements were
followed as described above.

28. Compliance Requirements:

All proposals or bids offered must be accompabiedid security as provided for in
Title 18, chapter 1, part 2. The proposals or bidst be delivered to the clerk of the
city council. (MCA 7-12-4141(3))

The bid security must be held by the city clerkilthe contract for doing the work
has been entered into, either by the lowest biddey the owners of over 75% of the
frontage, at which time the bid security must keneed to the bidder.. (MCA 7-12-
4145(2))

If bids are rejected, the city council shall rettine bid securities. If the bidder fails,
neglects, or refuses to enter into the contrapetéorm the work or improvements,
then the bid securities accompanying the bid mestdelared to be forfeited to the
city and must be collected by the city and paid ihie general fund. (MCA 7-12-
4145)

Suggested Audit Procedure:

Review the minutes of governing body meetings, thedequests for bids and
bidding files of selected projects and verify thdiid security deposit accompanied
all bids.

Verify that the bid security was returned to thaders at the appropriate times, as
discussed above. If the successful bidder faienter into the contract to perform the
work, verify that the bid security was forfeiteddatheposited to the general fund.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

BIDDING - continued:

29. Compliance Requirements:

The city council shall, in open session, publighen and examine and declare the
bids. The time fixed for the opening of the bitlalsnot be less than 5 days or more
than 12 days from the time of the final publicatafrthe notice required by 7-12-
4141. (MCA 7-12-4141 & 4142)

The city council may award the contract for thekvar improvement to the lowest
responsible bidder and shall reject all proposalsiads other than the lowest regular
proposal or bid of a responsible bidder. The cdumay reject any proposals or bids
if it considers this for the public good and maguateject the bid of a party who has
been delinquent or unfaithful in a former contnath the municipality. (MCA 7-12-
4143)

The owners of 75% of the frontage of lots and $alble to be assessed shall not be
required to present sealed proposals or bids byt within 3 days after the award
pursuant to 7-12-4143, elect to take such workeartdr into a written contract to do
the whole work at a price at least 5% less tharptlee at which the same has been
awarded. All work done under such contract shaBudgect to the same plans and
specifications governing the lowest responsiblelerd (MCA 7-12-4147)

If the original bidder neglects, fails, or refuses15 days after the notice of award to
enter into the contract, then the city council hwiit further proceedings, shall again
advertise for proposals or bids as in the firstanse and award the contract for said
work to the then-lowest regular bidder. Shouldoias be received in response to the
call for proposals, the council may again adveffiisédids under the same
proceedings at any time within 6 months from theetiset for the last reception of
bids and let the contract to the then-lowest biddBtCA 7-12-4149)

All contractors, contracting owners included, stetlthe time of executing any
contract for street work, execute a bond to thisfsation and approval of the city
council in the form and manner provided for in &ill8, chapter 2, part 2. (MCA 7-
12-4151)

Suggested Audit Procedures:

Review the minutes of governing body meetings, thedequests for bids and
bidding files of selected projects. Determinéhi provisions as described above
were followed.

Verify that the individuals or firms to whom coatts were awarded were required to
provide bonds as required by the above statute.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SUPPLEMENTAL REVOLVING FUND FOR PARKING METER REVEN UE:

30. Compliance Requirement:

31.

32.

A city or town may create a supplemental revolviungd. It must be maintained from
the net revenues of parking meters and be used@skcure SID bonds that are
issued under the provisions of MCA 7-12-4241 thtoudgl2-4258 and undertaken
for the purposes listed in 7-12-4241(purposesedl&d improvement of streets,
avenues, alleys or other public ways, includingostand gutters). (MCA 7-12-4241)

Suggested Audit Procedures:

Determine if the city or town has created a supgletal revolving fund. If it has,
determine that its use is restricted to securiegypes of bonds specified in the
above sections.

Test receipts deposited to the supplemental revplund to determine that the sole
source of the funds are net revenues from parkietprs.

Compliance Requirement:

A supplemental revolving fund may be created lr@mce, subject to the approval
of a majority of the qualified electors voting irganeral or special election held in
conjunction with a regular or primary election.btinds are to be issued for the
purposes specified under the provisions of MCA 74221 through 4258, the
proposal must be presented to the voters. Thistgqueemay be presented to the
voters at the same special or general electioniwduithorizes the creation of a
supplemental revolving fund. (MCA 7-12-4243 antiZF4244)

Suggested Audit Procedures:

Review a copy of the ordinance creating the suppteal revolving fund and
determine that the creation of the fund was apptdyethe voters.

If bonds are issued under the above statuteshaydor purposes specified in the
statutes and was their issuance approved by a ityapbthe voters.

Compliance Requirement:

If the bonds issued under MCA 7-12-4241 through8}2nature at one time, the
maturity date may not exceed the maximum matufithe assessments to be levied
for the improvement. If they mature in installmeat various times during the term
of the assessments, the maturity date may notdeeek10 years from the date of
issuance. (MCA 7-12-4247)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

SUPPLEMENTAL REVOLVING FUND FOR PARKING METER REVEN UE — cont.:

Suggested Audit Procedure:

Determine the maturity dates of the bonds. Depegnoin whether the bonds mature
at one time or in installments, determine that ttieyot exceed either the maximum
maturity of the assessments to be levied for th@avements, or 10 years from the
date of issuance.

33. Compliance Requirement:

Loans from the supplemental revolving fund must foe given to districts that are
created under MCA 7-12-4241 through 4258, to makany deficiency in such
funds. If further deficiencies exist, money frone trevolving fund, created under
MCA 7-12-4221 through 4228, may be used. (MCA 74248)

Suggested Audit Procedure:

Determine if loans for SID funds that were creatader MCA 7-12-4241 through
4258, were first given from the supplemental reir@\fund and then from the
revolving fund.

LIGHTING DISTRICTS:

34. Compliance Requirements:

The city or town council must pass a resolutiot®intent to create a lighting district
and to assess the costs of the district. (MCA -43@2)

There must be notice of the resolution publisimed newspaper as specified in MCA
7-12-4303. The city or town attorney should revibe legality of the district.
(MCA 7-12-4303, and 7-4-4604 MCA)

The lighting district should be created underghavisions of Title 7, Chapter 12,
Part 43, MCA.

Suggested Audit Procedures:

Obtain copies of the resolution of intent relatindighting districts created during
the audit period, determine that it was passedheycouncil, and published in a
newspaper as provided by statute.

Determine that the city or town attorney conducdegal review of the
establishment of any lighting district created dgrthe audit period.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

LIGHTING DISTRICTS - continued:

35. Compliance Requirement:

Contracts for the maintenance of lights in a liggpdistrict cannot be for a period or
more than three years. (MCA 7-12-4308(3))

Suggested Audit Procedure:

Review selected maintenance contracts for lighdlistricts to determine that they do
not exceed three years.

36. Compliance Requirements:

All or any portion of the cost of erecting, mainiag, and supplying electricity for

the lighting district, as determined by the cityt@wn council, shall be assessed to the

property within the district. The cost may be assé under one of the methods
specified in MCA 7-12-4323 and 4324, as follows QM 7-12-4321 and 4322)

1. Assessment of costs - Area or Taxable Valuaiptions: (MCA 7-12-4323)

a. Assessed based on the ratio that the arealotaamr parcel of land within
the district bears to the area of the entire distexcluding streets, avenues,
alleys, and public places.

b. Assessed based on the ratio that the taxahlat@h, including
improvements, of each lot or parcel of land witthia district bears to the total
taxable valuation of the entire district.

c. Under either option a. or b., the council may e whole or any part of the
cost of any street, avenue, or alley intersectigsinod any funds in its hands
available for that purpose, or it may include thHeole or any part of such
costs within the amount of the assessment to lwklpaihe property in the
district.

2. Assessment of cost — equal assessment optioacify council may assess the
cost equally against each of the lots or parcelatéd within the district. (MCA
7-12-4323(2)}- Effective October 1, 2007

3. Assessment of cost - Frontage Option: The gongrbody shall assess the cost
of the improvements against the entire districtl aach lot or parcel of land
within the district bordering or abutting upon steeets where the improvements
have been may will bear costs in proportion tolitheal feet abutting or bordering
the streets. The council may, in its discretiaay fhe whole or any part of the
cost of any street, avenue, or alley intersectigtnod any funds in it hands
available for that purpose or include the wholamy part of such costs within the
amount of the assessment to be paid by the projetitye district. (MCA 7-12-
4324)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

LIGHTING DISTRICTS - continued:

37.

38.

39.

Suggested Audit Procedures:

* Review the method of allocating costs of lightdigtricts and determine that the
method or methods selected by the council are gsibie under state law.

* Review the documentation supporting the city'soam's allocation of costs within a

district or districts and test selected lots orcpé of land to determine that they are
being assessed the proper amount under the atlogatthod selected.

Compliance Requirement:

» Authorized incidental costs considered to be phtthe cost of the lighting district
and which may be assessed to the district arellagv& cost of preparation of plans,
specifications, maps, and plats; engineering, sof@adence and inspection
(including the compensation of the city engineenfork done); the cost of printing
and advertising; and the preparation of assessrobnt (MCA 7-12-4325)

Suggested Audit Procedure:

» Test the incidental expenses considered to beop#re cost of the lighting district
and which are assessed to the district to deterihthey are authorized expenditures,
as stated above, and properly documented.

Compliance Requirement:

» Federal government property within a lighting destis exempt from the lighting
district assessments. The cost related to thededeoperty shall be paid by the city
or town from its general fund. (MCA 7-12-4326)

Suggested Audit Procedure:

» Determine if there is federal property within thghting district. If there is,
determine that the lighting district assessmertherfederal government property
was paid from the city or town's general fund.

Compliance Requirements:

» The city or town must ascertain the cost of idisiglthe lighting system on or before
the first Monday in October and adopt a resoluteMying and assessing the property
within the district. (MCA 7-12-4328)
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

LIGHTING DISTRICTS - continued:

39. Compliance Requirements - continued:

* The council must estimate the cost of maintainireglights and furnishing electricity
for the year and the portion to be assessed aghmgtroperty within the district by
the first Monday in October, and pass and adopsalution levying and assessing
the property within the district. (MCA 7-12-4332)

* Notice of the resolutions must be published intbespaper as specified in MCA 7-
12-4329 and 7-12-4333.

Suggested Audit Procedures:

* Review copies of the resolutions and determinettieresolutions were adopted by
the council before the first Monday in October.

» Determine that the notices of resolution were ghield as required by statute.

40. Compliance Requirement:
» All money collected from the assessments for Ifstan costs and for maintenance
costs for each lighting district must be deposited separate fund. (MCA 7-12-4331
and 4334)

Suggested Audit Procedure:

» Test selected receipts of lighting district asses#s and determine that they were
credited to separate special improvement lightiistridt and lighting district
maintenance funds.

STREET MAINTENANCE DISTRICTS:

41. Compliance Requirements:

* An ordinance must be adopted by the city or toaumncil to create a street
maintenance district. (MCA 7-12-4405)

* Notice of the ordinance must be published in agpaper in accordance with the
provisions of MCA 7-12-4406.

» The street maintenance district should be creantel@r the provisions of Title 7,
Chapter 12, Part 44, MCA.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

STREET MAINTENANCE DISTRICTS - continued:

Suggested Audit Procedures:
» If a street maintenance district was establishethd the audit period, determine that
the council adopted an ordinance creating theidistr

» Determine that notice of the proposed ordinance published in a newspaper as
required by statute.

» Determine that the city or town attorney condu@degal review of the
establishment of any street maintenance distredted during the audit period.

42. Compliance Requirements:

» The cost of the maintenance may be assessed atj@rentire district by one of the
methods described below. For purposes of thisseassessable area means the
portion of a lot or parcel of land that is benefitey the maintenance district. The
assessable area may be less than but may not ekeeactual area of the lot or
parcel. (MCA 7-12-4422)

a. Each lot or parcel of land within the districhyrbe assessed on ratio that the
assessable area bears to the assessable are@wfithelistrict, excluding streets,
avenues, alleys, and public places.

b. Each lot or parcel of land within the distribudting upon a street on which
maintenance is done may be assessed for thatfghd ocost which its street
frontage bears to the street frontage of the edistict.

c. If the city or town council determines that tienefits derived from the
maintenance by each lot or parcel of land are anlistly equivalent, the cost
may be assessed equally to each lot or parcelddagthin the district without
regard to the assessable area of the lot or parcel.

d. Each lot or parcel of land, including the impeowents thereon, may be assessed
for that part of the cost of the district which tigxable valuation bears to the total
taxable valuation of the property of the district.

e. Each lot or parcel of land within the districhyrbe assessed for that part of the
cost that the reasonably estimated vehicle tripegeged for a lot or parcel of its
size in its zoning classification bear to the readdy estimated vehicle trips
generated for all lots in the district based onrthige and zoning classification; or

f. Any combination of the assessment options thi@ugh d., specified above, may
be used for the district as a whole or for anyloparcel within the district.

Suggested Audit Procedures:
* Review the method of allocating costs of streenteaance districts and determine
that the method or methods selected by the coaneipermissible under state law.
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STREET MAINTENANCE DISTRICT - continued:

43.

44,

Suggested Audit Procedures - continued:

* Review the documentation supporting the city'soam's allocation of costs within a
district or districts and test selected lots orcpts of land to determine that they are
being assessed the proper amount under the alocaethod selected.

Compliance Requirement

* The cost of maintenance shall include but is moitéd to sprinkling; graveling;
oiling; chip sealing; seal coating; overlaying;ieg; general cleaning; sweeping;
flushing; snow removal; leaf and debris removad; dperation, maintenance, and
repair of traffic signal systems; the repair officasigns; the placement and
maintenance of pavement markings; curb and gugsir; and minor sidewalk repair
that includes cracking, chipping, sinking, and ageiment of not more than 6 feet of
sidewalk in any 100-foot portion of sidewalk). (MG-12-4401)

Suggested Audit Procedure:

» Test expenditures from the street maintenance &maddetermine that they were for
allowable purposes as described above.

Compliance Requirements

* The council must estimate the cost of maintainiregstreets by the first Monday in
August and pass a resolution specifying the assagsoption and levying and
assessing all the property within the district vathamount equal to not less than
75% of the entire cost of the work. (MCA 7-12-4%25

* Notice of the resolution for assessment must lidighed in a newspaper as specified
in MCA 7-12-4426.

Suggested Audit Procedures:

* Review a copy of the resolution and determine timatresolution was adopted by the
council before the first Monday in October.

+ Determine that the amount assessed was not lmss8% of the entire cost of the
work.

» Determine that the notice of resolution was pligldsas required by statute.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

FIRE HYDRANT MAINTENANCE DISTRICTS:

45. Compliance Requirements
* The city or town council must pass a resolutioft®intention to create a fire hydrant
maintenance district, publish notice in a newspagespecified in MCA 7-12-4603,
consider any protests, and finally adopt the reagmicreating the district. (MCA 7-
12-4602 through 4606)

* The council must estimate the cost of installind enaintaining the fire hydrants by
the first Monday in October and adopt a resoluteMying and assessing the property
within the district. (MCA 7-12-4611)

Suggested Audit Procedures:

« If afire hydrant maintenance district was estdi®id during the audit period,
determine that the council passed a resolutionteht, published notice of the intent,
considered any protests, and passed the resotirgating the district.

» Determine that the council adopted a resolutiothieyfirst Monday in October
levying and assessing the property within the idistr

46. Compliance Requirement
» The cost of the fire hydrant maintenance may Bessed against the entire district as

follows: (MCA 7-12-4611)

a. Each lot or parcel of land within the districhyrbe assessed for that part of the
whole cost which its area bears to the area oétitee district, excluding streets,
avenues, alleys, and public places.

b. Each lot or parcel of land within the districrlering or abutting the streets on
which fire hydrants are located may be assessksl lineal proportion to the total
lineal feet bordering or abutting on such streets.

c. If the council determines that the area, froetay combination of options are
inequitable, it may assess the cost of fire hydirstallation and maintenance as
follows:

1. Each lot or parcel of land within the districaynbe assessed for that part of
the whole cost that its taxable valuation, inclgdimprovements, bears to the
taxable valuation of the entire district,

OR

2. Each lot or parcel of land within the districaynbe assessed by apportioning
the whole cost according to a ratio between themaeter size servicing
each lot or parcel and the whole cost.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

FIRE HYDRANT MAINTENANCE DISTRICTS - continued:

Suggested Audit Procedures:

Review the method of allocating costs of fire lytrmaintenance districts and
determine that the method selected by the counpiéimissible under state law.

Review the documentation supporting the city'soam's allocation of costs within a
district and test selected lots or parcels of kndetermine that they are being
assessed the proper amount under the allocatidmoohetlected.

PARK MAINTENANCE DISTRICTS:

47. Compliance Requirements

The city or town may, upon petition of 10% or mofdghe qualified electors of the
proposed park maintenance district or upon a résolof intent adopted by the
governing body, submit to the electors of the psmabdistrict the creation of a park
maintenance district. (MCA 7-12-4001)

The petition or the resolution of intent must stiite maximum number of mills or
the maximum fee that will be assessed for theidistiThe fee assessed or the tax
levied may not exceed the maximum amount approyetidelectorate.

(MCA 7-12-4001)

A park maintenance district must be formed andatpd in the same manner as a
special improvement district, which is describedva (MCA 7-12-4001)

Suggested Audit Procedure:

Obtain copies of the petition or resolution ofimit relating to park maintenance
districts created during the audit period. Dete®nf the above requirements have
been met.

48. Compliance Requirement

A park maintenance district may be created fomptilmposes of, but not limited to,
mowing, irrigation, turf repair and maintenancereation facility and equipment
maintenance, tree trimming, tree replacement,rge®val, garbage removal, general
cleaning, and leaf debris removal. (MCA 7-12-4001)

Suggested Audit Procedure:

Test expenditures from the park maintenance fumlddetermine that they were for
allowable purposes as described above.
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COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

TECHNOLOGY DISTRICTS:

49. Compliance Requirements:

A local governing body, by ordinance and followagublic hearing, may authorize
the creation of a technology district for technglagfrastructure development
projects. The purpose of a technology districbisthe development of infrastructure
to encourage the location and retention of techyotievelopment projects in the
state. (MCA 7-15-4295(1))

The tenants of a technology district must be lessas or organizations engaged in
technology-based operations within Montana thaiugh the employment of
knowledge or labor add value to a product, procasexport service that results in
the creation of new wealth and for which at led@$%f the sales of the business or
organization occur outside of Montana or the biussra organization is a
manufacturing company with at least 50% of its sabeother Montana companies
that have 50% of their sales occurring outside ohtdna. (MCA 7-15-4295(1))

A technology district:

(a) must consist of a continuous area with an ately described boundary that is
large enough to host a diversified tenant baseufiple independent tenants;

(b) must be zoned for use in accordance with tea growth policy, as defined in
MCA 76-1-103;

(c) may not comprise any property included withinexisting urban renewal area
district or industrial infrastructure developmerstdct created pursuant to this
part;

(d) must, prior to its creation, be found to beideht in infrastructure improvements
necessary for technology development;

(e) must, prior to its creation, have in place manfally adopted comprehensive
development plan that ensures that the districthoet a diversified tenant base of
multiple independent tenants; and

(H may not be designed to serve the needs ofglestfistrict tenant or group of
nonindependent tenants.

(g) may use tax increment financing pursuant tgptieeisions of 7-15-4282 through
7-15-4293.

(MCA 7-15-4295(2) & (3))

Suggested Audit Procedures:

Obtain copies of the ordinance creating the teldgyodistrict and verify that a public
hearing was held.

Determine that the creation of the technologyrigistomplied with the requirements
noted above.

REVISON DATE 4/30/2008



PROGRAM/SUBJECT: Cities and Towns - Special

REF: C/T-11

Improvement Districts (SID’s) PAGE: 30 of 30

COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDU RES:

TAX DEED - ASSIGNMENT OF DELINQUENT ASSESSMENTS:

50. Compliance Requirements:

If the city or town has acquired tax deed propédyn the county under MCA 15-17-
317, that is subject to the lien of delinquent ass®nts, it may assign its interest in
the property to another person if the person hakstha purchase price paid by the
city or town, the delinquent assessments, inteneshe purchase price and delinquent
assessments at the rate of 5/6 of 1% a month, emaltes and costs as provided by
law. A certificate of sale must be issued by teasurer of the city or town. (MCA
15-17-318)

All money received from the sale or lease of tagdiproperty that is acquired by a
city or town under the provisions of MCA 15-17-3&afer payment of the cost of the
sale, not to exceed $25, must be deposited inphaia improvement district fund to
the extent of the delinquent assessments, intemedtpenalties. The surplus, if any,
must be paid to any revolving fund that securegp#yanent of special assessments
or, if there are none, to the general fund of ihear town. (MCA 15-17-319)

Suggested Audit Procedures:

Determine if the city or town sold any tax deedpgarty acquired under the
provisions of MCA 15-17-317.

If so, test selected receipts from sales of taddgwoperty and determine that the city
or town received the correct amount and that thewertreceived was deposited in
the appropriate funds, as described above.
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